The Euro Area's Pandemic Recession: A DSGE-Based Interpretation. Roberta Cardani, Olga Croitorov, Massimo Giovannini, Philipp Pfeiffer, Marco Ratto, Lukas Vogel (2021)
The model combines the canonical DSGE set-up with ‘forced savings’ (lockdowns, social distancing), labour hoarding (short-time work) and liquidity-constrained firms.
The model is an estimated model for the Euro area with features to capture salient demand and supply effects of the COVID shock and the containment and stabilisation policies. They aim to study the economic effect of the pandemic not only by the pandemic itself but also the policies to contain the pandemic. They find that: 1) the dominant role of ‘lockdown shocks’ (‘forced savings’, labour hoarding) in explaining the quarterly pattern of real GDP growth in 2020, 2) the complementary effect of negative contribution from foreign and investment demand, a negative impact of persistently higher,3) the initial inflation response has been modest.
[bookmark: _GoBack]NOTE: in the paper authors use occbin toolkit which will be available only in the upcoming dynare version (4.7), hence we provide IRFs using deterministic simulations, rather than stochastic, which numerically slightly differ.
Link: https://ec.europa.eu/jrc/en/publication/eur-scientific-and-technical-research-reports/euro-area-s-pandemic-recession-dsge-interpretation
